This paper is intended to be as a blueprint for the state of regulation on insolvency proceedings in Romania regarding the entities' activities and the overall impact on the economic environment. From the highlighted statistical analysis regarding the number of insolvencies registered in Romania but also in the European countries, there are drawn comparative conclusions which are meant to highlight the strengths and especially the weaknesses that still exist in the legal system regarding the entities' insolvency in Romania.
Introduction
The process of globalization of markets culminating in the financial crisis has laid an emphasis on the internal and international business competition, submitted the business world
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July 2014 , Vol. 4, No. 7 ISSN: 2222 401 www.hrmars.com Another major change brought by Law 85/2006 to the insolvency and bankruptcy law is the arrangement of the alternative of simplified insolvency procedure for certain categories of debtors (which do not hold any goods in their patrimony, for which the constitutive documents or accounting documents cannot be found, the administrator cannot be found, or those whose headquarters no longer exist or the address does not match to the one in the Register of Commerce). The simplified procedure no longer allows the debtor enter in reorganization procedure it directly begins the bankruptcy procedures, either at the time of opening the insolvency proceedings or after an observation period of maximum 50 days, during which the state of the company is analyzed. Law 85/2006 and then Romanian Government Emergency Ordinance no. 86/2006 adds another new stipulation in what insolvency is regarded by introducing in Romania a new liberal profession which is the insolvency practitioner. Thus, both the legal administrator and the legal liquidator are specialists which apply the insolvency procedure, being generically called "insolvency practitioners". The insolvency practitioner profession is a regulated profession, its exercise being supervised by the National Union of Insolvency Practitioners in Romania a union which has among others the following tasks:
1. It regulates, controls and supervises the work of insolvency practitioners; 2. Defends the prestige and the professional independence of its members; and 3. Ensures transparency and market information on insolvency proceedings. The legal administrator is the compatible person or entity, an insolvency practitioner authorized by law, appointed to exercise the duties required by the law, during the observation period and also during the reorganization procedure.
The legal liquidator is the person or entity, an insolvency practitioner authorized by law appointed to lead the activity of the debtor and to exercise the duties involved in the bankruptcy proceedings , both for the general and the simplified procedure.
Thus, the new law on insolvency diminishes the number of attributions of the bankruptcy judge and empowers the insolvency practitioner with major responsibilities becoming "the body that applies the procedure". He will decide on the measures taken in the insolvency proceedings, the bankruptcy judge can only check them about the legal forms. This will bring to the practitioner a tremendous responsibility because his decisions can not be appealed in terms of opportunity against the bankruptcy judge (Stănescu, 2006) .
An important change in the regulation of the insolvency procedure was made in 2008, because by adopting Romanian Government Emergency Ordinance no. 173/2008, the electing of bankruptcy judge by the creditors who own the most claims, was realized. Also, the procedures for assessment and recovery of assets were clarified and perhaps the most important change, the change in insolvency regulation make it possible to guide the debtor to reorganizing and saving the economic activity from liquidation.
The number of bankruptcies in Romania has drastically risen in 2008, especially after the economic crisis occurred, many creditors have abused this procedure of insolvency, which in terms of 2008 legislation could have been relatively easy approached because at that time the admissibility conditions to access the insolvency procedure were the following: failure to pay one or more debts due after more than 30 days , the existence of a 10,000 lei claim; the presumption of insolvency is obvious if the debtor has not paid his debt to one or more
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Subsequently, these conditions of admissibility have become more restrictive, as follows: the number of the overdue payment days is extended, insolvency procedure may be required only after 90 days; the creditors will be able to open the procedure only for claims exceeding 45.000 lei, the threshold is initially increased to 30,000 lei and then to 45,000 lei; the creditor entitled to request the opening of insolvency proceedings is the creditor whose claim against the debtor's assets is certain, liquid and due. Thus, the debts must be not only due (at maturity) but also "clear and liquid". A clear debt is that whose existence is undoubted over which there is no litigation. The liquid claim is that whose quantum is precisely determined. Those claims, such as compensations, whose quantum must be determined in court, are not liquid.
The regulation of municipalities' insolvency in Romania
In 2013 new amendments, this time targeting the regulation of insolvency proceedings of the municipalities were made in what insolvency procedures in Romania are concerned. A similar law is adopted in many European countries (Great Britain, Germany, Hungary, Poland) .
Of course, between the two categories of entities subjected to the insolvency procedure (the insolvency of economic entities and the insolvency of the municipalities) there is a very close connection because on the business prosperity taking place in different territorial areas depend the tax revenues brought to the local budget but also the expenses incurred to support the programs. The economic entities operating on the market with the overall aim to gain profit without prejudice the interests of participants in economic life, including the community. Similarly, the administrative and territorial units have, as a main concern, a proper management of the public expenditure (...) and it is focused on the efficient use of public resources in order to achieve a high economic performance (Matei, 2008) . If the municipalities cannot cover the debts from their own revenues, they can be appeal to court (within the insolvency proceed) by creditor (or by the principal), the procedure being similar to that of the economic entities.
Romanian Government Emergency Ordinance no. 46/2013 regarding the financial crisis and the insolvency of the municipalities adopted in May 2013 establishes the legal framework and the collective procedures to cover those municipalities' liabilities which encounter financial crisis or insolvency. The regulation was necessary at least for the following needs:
1. The large volume of arrears recorded by the municipalities towards the suppliers of goods and services; 2. The need for discharging the activity of the suppliers of goods, services and works that must recover sums representing arrears from local authorities; 3. The Stand-By Agreement between Romania and the International Monetary Fund on reducing arrears of the municipalities; 4. The need to regulate the procedure concerning the financial crisis and the insolvency of the municipalities; and 5. Last but not the least the regulation is imposed by the provisions of article 85 of Law 273/2006 on local public finances, as amended and supplemented, under which , within 6 months after its entry into force, the Ministry of Internal Affairs and the July 2014 , Vol. 4, No. 7 ISSN: 2222 403 www.hrmars.com Ministry of Public Finance were required to develop a special bill on financial crisis and insolvency of the municipalities. Romanian Government Emergency Ordinance no. 46/2013 will allow the creditors of the municipalities to recover the claims due to the debtors within the insolvency proceedings. The law now implies that a supplier that hasn't received back his money should auction and sell the private property of the municipality to recover the claims.
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The ordinance come to supplements the existing articles in the Local Public Finance Law passed in 2006, creating a legislative framework which allows the town halls and other administrative units to continually restructure the activity, without this ending.
The insolvency procedure of the municipalities is similar to that applied to economic entities with only a few significant differences. One of these is that the municipalities cannot go bankrupt and they can not be removed. The insolvency of the municipalities requires a period of special administration within three years involving a financial recovery plan and a debt repayment plan.
The financial crisis is defined by the regulations in force (Law 273/2006 on local public finance with subsequent amendments, article 74) as "the status of the municipalities' patrimony that are experiencing through the lack of available funds, financial difficulties, fact which leads to non-payment of liabilities over a period of time". It is about unpaid liabilities older than 90 days and which exceed 15 % of the municipality's budget but also the nonpayment of the salaries for a longer period than 90 days since the due date. The failure to declare a state of financial crisis by the principal, if the conditions for it exist, is considered an offense and a fine of 10,000 to 50,000 lei is given.
The regulation also establishes the situations according to which the financial crisis has ended, namely if the conditions that led to the acknowledgement of the financial crisis have not been revealed for 180 calendar days and if the insolvency criteria are met, and in this case the municipality is subject to insolvency proceedings .
The insolvency is defined by the same legal norm (Law 273/2006, article 75) as being the status of the municipality's patrimony characterized by financial difficulties and lack of liquidities, which leads to the non-payment of liabilities for a certain period of time as well as the non-payment of the salaries expected in the budgets, for a period exceeding 120 days from the due date.
Any creditor or group of creditors who has one or more certain, liquid and due claims against the municipality with a totalized value exceeding 50 % of its budget over a period of 120 consecutive days, may petition the district of the court to which the headquarters of the municipality is assigned a request to open insolvency proceedings. The request can be also submitted by the principal.
The mayors of municipalities should analyze its financial state and if they mark the insolvency indicators they must request opening the proceeding insolvency. During the period under the special administration, the mayors no longer allow to make new hiring, investments and setting new contracts. The special administrator can even cancel the old contract. At the same time, the suppliers of goods and services, such as electricity, water, gases, which have to recover theirs debts, must not interrupt the provision of these services to the local community. The financial recovery plan also includes measures to improve the financial management, to
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Another aspect that differentiates from the insolvency procedures applied to the enterprises consist in the approval of the rehabilitation plan which is a more complicated process in what municipalities are regarded is, comparing to the case of enterprises. The legal administrator together with the principal elaborates the rehabilitation plan that will include the methods and deadlines for clearing every creditor's debt. This plan is submitted to approval by the General Directorate of Public Finance and then by the local or county council. The next step after approval is the implementation, which may not exceed three years. According to the representatives of Transylvania Insolvency House, the rehabilitation plan must be thoroughly revised, and if it lacks an approval, in the absence of explicit sanctions, it must be modified until it fulfils the conditions imposed by the forum whose opinion or approval is required. Theoretically, this recovery could last forever, which represents a risk that the division's insolvency can not be passed and finally this law might not be a genuine remedy for the arrears (Transylvania Insolvency House cited by Daily Business, May 29, 2013 ) .
Within the insolvency proceedings of the municipalities, the principal, the local or county council, the courts, the bankruptcy judge, the creditors, the creditors' committee and the legal administrator are involved. Compared to insolvency in enterprises, in case of municipalities' insolvency, the legal liquidator no more interferes, as a insolvency practitioner, but only the legal administrator participates.
Comparative studies regarding insolvencies on a national and international level
The 2006-2012 period reflects an alarming increase in the number of insolvencies for the most countries in Central and Eastern Europe (see graph 1 and 2). An exception to this systematically rate of growth was recorded in Estonia, Latvia, Slovakia and Serbia, countries that are affected by the financial crisis, especially in 2009-2010 period, after which, throughout the next period the number of insolvencies recorded a systematic decrease.
Among the countries in Central and Eastern Europe, Romania is by far the leading country at the number of insolvencies recorded both for each analyzed year and the total 2006-2012 period, with a total number of 42,944 insolvencies.
The year 2012 highlights the depth of the financial crisis for the most Central and Eastern European countries (Bulgaria, Croatia, Czech Republic, Hungary, Poland, Romania, Slovakia, Slovenia). Bulgaria and Croatia record a dramatic increase in the number of insolvencies compared with 2011 (the number of insolvencies is approximately three times higher). In terms of insolvent companies, Estonia and Latvia were the only positive developments in 2012, although the region has been characterized by an upward tendency in recent years. In 2012 Romania holds the top spot in the number of insolvencies recorded among Central and Eastern European countries (with 23,665 insolvencies). The financial crisis combined with the poor access to finance due to higher constraints required by banks generated an increasingly high degree of vulnerability to external pressures, conducting to the inability to pay debts by the companies and finally, the insolvency state. The most affected sector in 2012 was the construction sector, followed by manufacturing, retail, wholesale trade and distribution while telecommunications, education and health were the least affected sectors, recording the lowest rate of insolvencies.
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In the top of insolvencies in 2012 Romania is followed by Hungary (with 22,840 insolvencies ) and then at a great distance, by Serbia (with a total of 8,333 insolvencies) .
The number of insolvencies in the countries from Central and Eastern Europe depends on the laws of each country which are more or less harmonized with the European standards. According to the Coface experts, some countries such as Bulgaria and Ukraine still need reforms in this area while the Baltic states (Estonia, Latvia and Lithuania) have already an insolvency law similar to the European standards. As for solving the problem of insolvencies for the European Union countries, it is clear from the table 1 that Romania is not very well situated. In our country the necessary time to solve insolvencies is 3.3 years, an average above the one determined for Central and Eastern Europe (2.4 years). Also, the necessary time to solve insolvencies in Romania exceeds the time need in the Czech Republic (3.2 years), Croatia (3.1 years) and Poland (3 years) need. At the opposite pole are situated Great Britain, Austria, Germany and France with a necessary time of solving insolvencies of about 1 year.
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The costs of 11% insolvency proceedings in Romania (measured as percentage level in the total estate) are still below the average level determined for Central and Central Asia (13%) but the level is higher than in Austria (10%), Bulgaria and France (9%).
The rate of insolvency recovery reflected in the number of cents reported to $ 1 claimed by creditors participating in the insolvency procedure is another indicator that shows the effectiveness of the insolvency procedure. The higher the recovery rate, the highest the efficiency of the insolvency proceedings is and the creditors are able to recover a much more part from theirs claims on the insolvent company. Romania and Serbia record the minimum levels of recovery rate of insolvencies (slightly over 29) while the average in the Central Europe and Central Asia is 36.9. At the opposite pole, with the highest recovery rate of insolvencies, United Kingdom (88.6), Austria (83.3) and Germany (78.1) are situated. Graph 3: Geographical distribution of Romania's insolvency over the period 2009-2012 Source: own processing based on data provided by Coface Romania, www.coface.ro
As it can be seen in the graphs above and data series provided by Coface Romania, the most affected three regions in terms of the number of insolvencies in 2012 were South-East, NorthWest and South, representing about half of the total number of insolvencies recorded in the entire country. Also, in all three regions the number of insolvencies has recorded a significant increase throughout the whole analyzed period (2006) (2007) (2008) (2009) (2010) (2011) (2012) . In contrast, the South -West and North-East have recorded the lowest level of insolvencies in 2012 both in relative sizes (both regions with minimum of insolvencies, of 9 %) and in absolute values ( the South West has recorded the lowest number of insolvencies in 2012 that is 2195 followed closely by the NorthEast with 2202 insolvencies)
In the breakdown by region of the total number of insolvencies in the entire analysis period that is 2006-2012, the three regions South-East, North -West and South are also situated at the top. The South-East region is the first, with a total number of 20,675 insolvencies, representing 18 % of the total recorded in the 2006-2012 period. The North-West is the second with a total of 18,948 insolvencies, representing 15 % of the total. On the third place we find the Southern region of Romania, with a total number of 15,775 insolvencies representing 13 % of the total.
The hierarchy on the whole analyzed period is the same, the less insolvent regions being the South -West and North-East, where the total number of insolvencies is the lowest compared to other regions. In the South West, for example, the total number of insolvencies is almost half of the leader's, the South East in the 2006-2012 period.
The time passed since adopting the OUG 46/24.05.2013 on the financial crisis and the insolvency of municipalities does not allow us to carry out exhaustive similar to the above studies regarding the insolvency of the municipality.
However, according to the Public Policy Institute of Bucharest (2013) , there are at least 90 localities (cities, towns and villages) that cannot cover from their own revenues even a quarter of the administrative expenditure (see Annex 1). Over half of these localities are located in the North East (Bacău, Iasi, Neamt, Vaslui, Botoşani counties) and although they fail to cover even 25% of the administrative costs, they have very high expenses uncovered by own revenues but covered by making pressures on the County Councils and on the Government to get money
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This is why such a regulation has become as a necessity for good governance in the administration field and will lead, as the regulations applied to economic entities, to an environmental purification of the administration area by merging municipalities that have not adopt an efficient policy of resource management.
Conclusions
The insolvency reform started in Romania in 2006 and culminating with the 2013 regulations concerning the municipalities was necessary because of the need of harmonizing the Romanian legislation with the EU insolvency law.
Although the legislative regulations have triggered compared to the European space a record number of insolvencies in Romania, we consider that the adoption of the reform led to a purification of the economic environment, only the truly viable businesses remaining on the market. The year 2006 marked the new legislation background that it continues today (by legislative amendments have succeeded over the period 2006-2013) but only partially succeeds to harmonize with the EU legislation on insolvency. As we noted in the completed studies, the necessary time to solve insolvencies in Romania is still a fairly long one (over three years) compared with countries like Austria or Germany. Also the costs involved are very high (of approximately 11 %) compared with those from UK (6 %), Germany (8 %) and France (9 %).
In terms of regulations of insolvency proceedings, along with the specific insolvency regulations concerning the municipalities, the 2006-2013 period is far from being completed. Various inconsistencies and irregularities of insolvency proceedings which can create the artificial insolvencies of entities only for the reason of no longer pay their debts, have been reported so far to the Romanian Ministry of Justice. Thus, it is now about to be enacted the socalled "Insolvency Code" which promises to be a new challenge in the regulatory system of insolvency proceedings in Romania.
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